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CMS Proposes 2027 OPPS Rule: Renewed 340B Cuts

On July 2, 2026, the Centers for Medicare & Medicaid
Services (CMS) released the proposed rule for the
Outpatient Prospective Payment System (OPPS) and
Ambulatory Surgical Center (ASC) Payment System for
calendar year (CY) 2027." Among other changes, the
agency proposes a renewed reduction in reimbursement
for drugs acquired under the 340B Drug Pricing Program,
an expansion of site-neutral payment policies to certain
imaging services, and continuation of the phased
elimination of the Inpatient Only (IPO) List.? This Health
Capital Topics article discusses these proposed updates
and their implications for outpatient reimbursement.

For CY 2027, CMS proposes to increase payment rates
under both the OPPS and the ASC Payment System by
2.4% for providers that meet applicable quality reporting
requirements, reflecting a proposed 3.2% hospital market
basket increase reduced by a 0.8 percentage point
productivity adjustment.’> The proposed 2.4% update is
below the 2.6% increase finalized for 2026.* CMS
estimates that the combined effect of all of the proposed
policies would be a net increase of approximately 1.9%
($1.8 billion) in total OPPS payments, although that
aggregate masks wide variation, as hospitals that rely
heavily on the 340B program would see net payment
reductions.’

The 340B Drug Pricing Program allows hospitals and
clinics that serve low-income, medically underserved
populations to purchase certain outpatient drugs at
discounted prices and to receive Medicare
reimbursement for those drugs under the OPPS, with the
resulting margin helping covered entities extend limited
resources across their patient populations.® Medicare has
generally reimbursed Part B drugs at the drug’s average
sales price (ASP) plus 6%.” For 2027, CMS proposes to
pay for 340B-acquired drugs at ASP minus 33.4%, with
several hospital categories, including rural sole
community hospitals (SCHs), exempt from the
reduction.® Because the change must be budget neutral,
CMS proposes an offsetting increase to the OPPS
conversion factor for non-drug items and services, which
it and industry analysts have estimated at 8.44%.° The
agency estimates the reduced rate would lower drug
payments under Traditional Medicare by $4.55 billion
and beneficiary drug payments by $1.15 billion in the
first year.'?
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The proposal marks the agency’s second attempt to single
out 340B hospitals for reduced drug reimbursement. In
the 2018 OPPS final rule, CMS reduced the rate for
340B-acquired drugs to ASP minus 22.5%, applicable to
340B participants only.!'! Hospitals and hospital
associations sued, and in 2022 the U.S. Supreme Court
unanimously held in American Hospital Association v.
Becerra that CMS had exceeded its statutory authority by
varying reimbursement rates for a subgroup of hospitals
without first conducting the survey of hospital drug
acquisition costs that the statute requires before such a
variation.'? Following that ruling, CMS issued its 340B
Final Remedy rule in November 2023, repaying the
underpaid hospitals through a lump-sum payment and
beginning to recoup the offsetting payments it had made
to other hospitals."?

This time, CMS grounds the reduction in a survey it
conducted from January 1, 2026, through April 7, 2026,
under the statutory acquisition-cost survey provision,
covering each separately payable drug acquired by
hospitals paid under the OPPS.'* The agency reports that
the survey revealed significant disparities between
acquisition costs for drugs obtained inside and outside the
340B program, and that in some instances the beneficiary
coinsurance amount, typically 20% of the total payment,
exceeded the total price the hospital paid for the drug.'
Stakeholders ~ have  questioned the  survey’s
representativeness, noting that it drew responses from
roughly 1,300 hospitals, approximately 28.6% of all
340B hospitals.'®

Separately, the proposed rule would accelerate CMS’s
recovery of the payments hospitals received under the
invalidated 2018 policy. To maintain budget neutrality,
CMS had raised non-drug payments to all hospitals from
2018 through 2022, producing an estimated $7.8 billion
in excess non-drug payments now subject to recoupment;
the November 2023 remedy set that recovery at a 0.5%
annual reduction to the non-drug conversion factor
beginning in 2026.!7 That pace was originally expected
to take roughly 16 years.!® For 2027, CMS proposes to
raise the annual offset to 3%, which it estimates would
complete the recovery in 2029 while reducing payments
to affected providers by approximately $2.3 billion in
2027." Hospital groups have opposed compressing the
timeline, characterizing the accelerated offset as a
clawback that penalizes hospitals for the agency’s own
error.?

(Continued on next page)



The proposed rule also expands CMS’s site-neutral
payment  policies.  Off-campus  provider-based
departments are hospital-owned outpatient facilities
located away from a hospital’s main campus. Under a
November 2015 statutory change, departments that were
not already furnishing services at that time are paid
reduced rates based on the Medicare Physician Fee
Schedule (MPFS), while those already in operation —
termed “excepted” departments — continued to receive
the higher OPPS rates for the same services.2! CMS has
moved to narrow that difference service by service,
applying MPFS-equivalent rates rather than the higher
OPPS rates to drug administration services furnished in
excepted off-campus provider-based departments
(PBDs) in the 2026 final rule, and proposing for 2027 to
extend the same approach to imaging services furnished
without contrast, again exempting rural SCHs.??> CMS
estimates the change would reduce Medicare Part B
expenditures by approximately $260 million and
beneficiary cost-sharing obligations by approximately
$70 million in the first year.”> The agency frames the
policy as removing site-of-care payment differentials that
can prompt health systems to shift services to higher-cost
settings and to acquire independent physician practices in
order to raise their Medicare prices.>* Hospital groups
counter that outpatient departments treat more complex
patient populations and must maintain capabilities that
lower-cost sites do not.?’

CMS also continues the three-year phase-out of the IPO
List, the set of procedures for which Medicare pays only
in the inpatient setting. In this second year of the
transition, the agency proposes to remove 638 services
across a range of clinical areas so that Medicare would
pay for them in the outpatient setting when clinically
appropriate.?® The proposal follows the removal of 285
mostly musculoskeletal procedures in 2026.%

Other provisions of the 2027 OPPS and ASC proposed
rule include:

(1)  Updating the methodology for the Overall
Hospital Quality Star Rating to give greater
weight to the Safety of Care measure group;

(2)  Permitting hospital accrediting organizations
with deeming authority to assess hospitals’
compliance with the Emergency Medical
Treatment and Labor Act (EMTALA), which
CMS states would reduce duplicative state
investigations given that over 80% of hospitals
are accredited by such organizations;* and

(3) Issuing a request for information on
standardizing and improving the comparability
of hospital price transparency data.>
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Trade associations and professional societies reacted
swiftly, and largely critically. The American Hospital
Association (AHA) called the proposed 33.4% reduction
a “shocking” cut that would make drugs less affordable
for vulnerable patients, and characterized the accelerated
recoupment as punishing 340B hospitals for the agency’s
own error.3! The Association of American Medical
Colleges (AAMC) said it was “deeply troubled,” warning
that the outpatient reductions, the 340B cut, and the
accelerated recoupment would together have enduring
effects on access to care at teaching hospitals, and it
urged CMS not to finalize the proposals.’? America’s
Essential Hospitals said the rule would take “an axe” to
funding that supports safety-net hospitals and cast the
site-neutral imaging change as “yet another cut” those
hospitals cannot absorb.>* 340B Health argued that the
reduction would redirect revenue from safety-net
providers to hospitals that do not participate in the
program.’* The Federation of American Hospitals, which
represents for-profit hospitals, took a more mixed view,
describing closer alignment of payments with hospitals’
costs as a step toward a fairer system while opposing the
accelerated recoupment as an unnecessary financial
burden.?

CMS will accept comments on the proposed rule through
August 31, 2026, and typically finalizes the rule in late
fall.%

The 2027 proposal returns CMS to terrain the agency last
occupied when the Supreme Court invalidated its prior
340B reduction. What distinguishes this attempt is the
acquisition-cost survey CMS conducted expressly to
supply the statutory predicate the Court found missing,
though hospitals dispute whether a survey answered by a
minority of 340B entities can bear that weight. Layered
onto a compressed recoupment schedule and a widening
site-neutral policy, the rule would redistribute outpatient
dollars away from the hospitals most dependent on 340B
and toward those with little or no program exposure.
Whether that redistribution can withstand the legal
scrutiny that undid its predecessor remains to be seen.

(Continued on next page)
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